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*OGC Has Reviewed*
Servicoes Officer 1z July 1949
Office of the Gencral Counsel

Report of Audit - Contract PSCeb0=Unve

1., This offfice is in receipt of a copy of Report of Andit,
dated 28 June 1549, concerning Contract I -rd covering 25X1A
the period from 2 June 1349 through 31 January 194%. Accoxding to
the Report, the contrsctor maintains it has incurred additional
gosts subsequent to ths latter date, which shall be commented upon
trisfly in the ensuing parsgraphs. It is owr understanding that
a copy of this Report is on iile with your oifice.

2+ Parsgpagh 6 (2) of the Roport requests this o:fice o de~
termine whelther the acceptance of the contractorts proposals for
purchase of proporty acquired under the contract would permit the
contractor Yo r cover othoervise allowable cosls, which connot now
be allowed bocause of the cost ceilings Though, in the final
aralysis, the acceptance of the contractor's proposal wuld result
in a reduction of the not cantract cost to the Govermment, thils
device would be sonewhat at variance with the “total actual cost®
theory of this type of contract. Ordirarily the Jisposition of
e ravial property is effected upon the termimati. o of the contract,
as required by the usual jroperty disposal articls, by cblaiming
coupetitive bids from a minlmum of 3 r-lisble sources. The funcitlion
of tiis article is to dispose of such property, whers permissible,
apd to rotum to the Govermment such sun of money a8 mRy be fair
and proper, and not to enable the contractor to recover loi coste
otherwise unr-coverable. Theee aspoets of the contrector's Lro-
posal are completoly covered in paragraph 5 of subject Rzport.

3. It is therefore the opinion of this oifice that the ac-
captares of the contractarts proposal, for purtisvse of property
agouired under the contract, may not be used to permit the contractor
to recover otizrwise allowable costs which cammot now be allowed
boeause of the eost culling, gince 1t would appear to involye a
congideration outside the contract.

L« A few coments i: comection with other netters affecting
the solution of thds _roblem appear appropriste. It is noted that
the comtractor mainbains it has incuwrred additionsl coste after 31
Jaruary 19L9 which, beeause of the time Limitation imposed by the
contract, canvot be cladmed. It is alse moted that there are
Jammiary 1949 ecsta not yst billed in the amount of §1,615.59, as
contrasted with the disallowsnces totaling £1,890.20 disclosed in
the mudit. Wien the contractor is informed of the extent of the
disallowances, this offie¢e parccives mo obstacle to the mibmis-
sion of a su plemsntal L1311 for Jimary 191§ costs in the mmount
specified. With respect to those costs which the contractor haz
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be no legal objection, subject to a determination by the Contract-
ing Ufficer that the Covernment had received the benefits of the
contractorts action, to extending the period of the contract to the
extent nocessary to allow the contractor to bill for the additioral
coats as would bring the total cumulative billing up to the contract
limitation of $125,000,00 -r such sum as the Contracting Ufficer
may congider proper in the light of the Repart of Audit,

5y This memorandum is forvarded to you inagmuch as Reconmen-
dations 6 (1) and (2) of Report of Audit are matters concerning
your functlon,

Ls Re HAUSTOR
Genoral Counsel
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